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SUBJECT: Review and Anslysia of Foreign Inrtelligence Activities 
an Proposed by the Bureau of the Budget « May 4, 1969. 


The captioned subject was acheduled for consideration by the 
Board at its meeting of May 6. Based on a recorawndation made to the 
Chairman cf the Board by the Director of the Budeet Burean, the following 
individuals were invited to attend the Board meeting for the discussion 
of thie item: The Secretary of Defense, the Director ef Central Intel- 
ligence, the Special Assistant to the President for National Security 
Affairs, the Director of the Budget, and the Demrty Director of the 
Budget. Board personnel who participated in the discussions of this | 
iten with the afereusntioned invitees included the following: Genersl 
John E. Hull, Mr, Robart A. Levett, Mr. Colgate . Darden, Admiral 
Richard LL. Conolly, ir. Wilizer 0. Baker, Mr. Edward L. Rysraon, and 
uy. J. Patriak Coyne. 


; General Hull opened the discussion by susmarizing the resulte 
of conversations which he and the writer hai with Mr. Stans and other 
representatives of the Budget Bureau in December, 1959. He then summarized 
the poaition which he took in his memoranda of March l, 1960 after dratt 
terms of reference were circulated by tha Budget Bureau. 


Ceneral Hull. stated it was his current understanding, based on 
talks held with Mr, Staats a week ago, that the budcet Burdaaa hac sube 
stantially modified ite thinking as regarde the type of study of foreign 
intelligence which it wished to see undertaken, He then invited i. Stans 
to outline his proposal as modified in order that the Board saabers si cht 
provide Mr. Stans with the benefit of their views on the proposal. 2efore 
doing so, howrver, he thought it appropriate te reaind all present of the 
nature of the Board's agsignment. feneral Hull then swearize! sections 2 
and 3 of Sxeutive Order 10656, as well as the "Agreed Undertakine" Peer 
which was prepared by the Hoard on April 6, 1956 and which was approved 
on behalf of the President on that date by Governor Adarnm,. 


i, Jtans acyised that the Budget Bureau has twoefold responsi- 
bilities in the area under discussions one relates to the costs of our 
intelligence operations, the other to the organization and manarenent of 
the foreign intelligence effort. He stated approxiantely a year ago he 
prepared a list cf some twenty-five major problen areas which he deemed 
to ba worthy of special seruting by the Budget Bureau. He said this ligt 
included foreign imteliirence generally, as well as the comwmnicetions 
systems of the Department of Defense. He indicate: that following the 
preparation of hia list, he had mentioned to the President that he thought 
it appropriate that these problem areas be made the eaubject of studies 
by the Budget Bureau. 
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tir, Stang indicated the Budget Bureiu ia mot sure as to just what 
the cost of our foreign intelligence effort is. He thought the Sudget Dureiu 
ought to know how aueh the effort costs. Th addition he stated he wae not 
gure as te how well the foretgn intelligence offort is managed and administered, 
and he felt be chould be knowledgeable m this score as well. 


ty, Stene stated the Budget Bureau hes in wind a study which 
ig auch broader ond deeper than that which could be socomplished by any 
wach as the President's Boas! af C Consultants cn 


ethateane in the undertaking. 


Hr, dtens stated that at the cutest of his consideration of this 
ee eee ee ee ti ch 
should be brought into the study. After subsequent discussione with the 
President, be tniked with the Secretary of Defense who shared some of 
Budgetts couern in this araa, ami who bas simo formileted his own ideas 
as to what should be done with respect to sifying thowe awpects of the 


of Defense, Ue next talked te the Director of Central Inte about: 
Liiraerag. cid Tentan ety Romphiee judgment, any y of the foreign intelligewe 
effort confined to the Department of Defense would not suffice, 


In summary, Me. Stang stated the objective of the Budget Dureau 
is to make an an # in depth and detail of the function of intelligence 


Secratery Cates stated that, at the time Defense made ita last 
budget review, his office concluded 4% should look et the snoraoualy large 
foreign intelligences offort of the Department of Defensa, By way af 
illustrating the sise of this effort, the : seexch 
activity which would involve the expenditure of for one place 

% whi to obtain, 


onnalesaace 
intelligence and we consider the very large road~out effort thet would be 


The third Siwoives Us overchll affactivaumns of ts teectas istelisgnoe 
effort in the Departacent of Defense, 


Secretary dates said he had a question in hia mind ae te who 


should head up auch a study. He sald he could get something wrierway on 
this in the Department of Defense, under the aegis of a retired officer 
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of stature, but he wondered how the eee ee ee tee, 

there would be an overlap with the OJA, State, ani other agencies. iIn 

view of this overlep he thought the study study cowld be set up under the syonect 

ship of the Presidentta Board on Forelgn Intelligene or unier the Director 
of Central Intelligence. 


Seovetery Gates expressed the opiision that there is a grest 
amount of undesirable duplication and compet min the dafense agencies 
concerned with the foreign intelligence effort. pongebagies ( he said 
hie offfce feels the need for som kind of study of the problem, He stated 
such a study could be aet up in Defense but, befure doing ao, he would 
like to hawo the Board's view as to where it should beat be established, 


tha Director of Central Intelligence, adverting to the suggestion 


aia. ‘As a consequence be said he has eniaevorc’ to operate as the 


appropriate 5} 
erigen, he has comp to the ESC fer resolution as the lew provides. 


ie, Dulles stated that in MBIB the casunlty has been studying 
the question of costs of the foreign intelligence effort, He commented 


that one of the problems encomtered in moh a study ie to define whet = 'LLEGIB 


activities fail within the definition of intelligence, and what aotivities 
fall atelde of that definition, By way of exaple he indicated the [|_| 
eyaten and the Early Warning lines are not defined as falling within the 
area of foreign intelligence, 


iS. Iniles stated one recent az for fiscal 59 places the 
cost of the fevuign intelligence effort Mr, Dullee then 
gave a breaixlown of the estimated coat for Army, » Aix Forca, NSA, CIA, 
State, ARC, 080, and Je=2, 


oe ee ee ene 
itustrative of one of his problems because at a asoting yesterday Secretary 
Gates had estimsbed the cost of Mefense intelligence activities alone to be 
aincst| —=s~ts«édstmrons today Mr, Dulles? figures would suggest that 
thie is the GShinRES Cost of the total cammunity effort. Mr. Stans added 
that apart fron the figmres already mentioned, he has heard fraa some sources 
that the cost of the tetal forsign intelligence affert may be 


to look at. the Defense aspects of the problen, te aaid that, in turn, the 
He added that at a lnter date it might be necessary for somsone to lack at 


State and some of the other agencies concerned with the foreign intelligence 
effort. 


«3 
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cncersed feols te Dae eee Seca t comuee 
an activity. He expressed the hope : 4 study | 
oe atte Dexelligence Activities would cooperate 4n gunh & iam das 


My be Tavored Bureau 
cipation in tha proposed study. He said insofar as the Presisent’s views 


tp, Gray said the President has a coutiming interest in the 
aubject, and that ho had asked Adwiral Radferd as Chairman of the Joint Chiefs, 
and later General. Twining in the same caproity, if it fe not feasible to move 


MUCvasSsor. 


Hy. Gray expressed the opinion thet the President would not agree 
thet the study should inelude an evaluation of intelligence unless such 
evaluation is made under the auspices of his Board om Foreign Intelligence. 


seoretary Gates said he would not want to leave the inprescion that 
nothing has been done on thie problem in Defense, lie then referred to 8 & E 
and ather studies that have been made on various aspacts of the problem 
within the Department of Defense. Be said his office has the problem of 
fefenseta foreign intelligence effort very much in mind, 


General Hull stated he did not wish te create the Lspression that 
the Board does not appresiate that there are prob. organisation, 
eS acd ta te tevin: latektigeeee afte He said, 
however, that these probleas were quite complex. Uather than take the very 
broad approach to the problem that had been mentioned, he felt a better | 
approach would be to lcok at the matter by segments, He noted that many studies 
are going on st the prevent time in & muxber of those segmentec areas. 
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Me expressed the view thet the resolution of any af St tee tect oows 
siderable dagrea on the organisation of the different segeents 


Generel Hull stated the Board is not in a position to work on 
thin matter on a falletime bacis. He felt, however, the Board could be helpful 
both in the initdation of the study and as the study progresses. Fron tine 
to time he thought the Board could make suggestions that would be belpful. 


i, Lovett commented that, in considering this subject, it is 
necessary to recognize that it involves an almost linitlesa area of concern. 
He said the Peenident's Beard was set up to review the performance of the 
respective forcign intelligence functions of the various manber agencies 
of the intelligence commmity. It was also set up to forestall action by 
the Congress to create a wateh-dog conmittec. 


i, Lovett sald be has bed an opportuntty to knep abceast of the 
foreign mee effort more or lees continuously aince he 

Chairman of the coumtttes which established the National Tass iaeey 
at the end of World Wear IZ. Based thervon it was his conclusion that tho 
intelligence comunity has made more progroge in the last two ar three yours 
than in ei) of the prior period of which he hae imadedge. 


comunity and dup 
cited the ny a Shatcanets intelligence interpretation effort merely by 
way of example, 


ty, Lovett seid as long as the military organisation is organised 
pee et oe terrible overlap. 


reaults could be obtained in tase of reducing unecessary duplication and 
overlap until. a decision is taken to arbitrarily cut the foreign intelligence 
effort by 3 Ahk ur xd 


ie. Lovett expreseed the view that if the atudy 1s to be undertaken 
at all, it should prossed under the auspices of the Director of Jentral. 
Intelligence, using etther one or beth of hig hats, if necessary, He did 
not believe @ repraseubative of the Board showld perticipate in the study 
Spr eter laa although the Board should keep in touch with developments 
as ooo’. 


litte Lovett waa of the view that the probles in question is much 


Oe kd 44a Occastaatin; Gf Gevarmmarh cormite aaphise\ien 46 cer rh Se 
this and other arens. 
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Le. Lovett stated if the study is to be made - and he whehad to 
ee ae acoxe = there is @ vehicle readily at hand which 
is capable of promptly and nae pte accouplishine thet study. This 

vehicle is embodied in the Director of Central Intelligence. 


Se i wigs a ee 
‘Sdipwted cerectral ied te Atiieat in soommplishing it. Om this score 
he thought of two people who would be competent to head auch a survey, 
ee cere ier ery oe yea ee eens a Kirkpatrick, 
CIAts Inspector Generel. 


‘ty, Lovett stated when you get into the study you will find that 
the mujeet hae no horisons and no asimuth, He sald on the matter of dupli-«- 
cation 1t ia necesanry in an activity of this sort te absorb a certain amount 
of duplication, but this doea not mean it ia necessary to continually create 
more jobs for more people, sa now seams to be the case, 


ir, Stans stated he agreed with itr. Lovett and in his aevertion 
that the problem is one of the organisation of the Gevrernmment iteelf, and 
particularly of the organization of the Defense Department. 


it, Stans said he did not knew whether such a atudy would result 
in the saving of dollers. He stated comeivably it could result in the 
expenditure of additional dollars, but at least after this study was sade 
we would have sous imowledge as to what the true cost of the present offort 
is. He opined it would be unfortunate if costs were considered to be 
sacrosanct. eee ee 
determine whet present costs actually are. 


ir, Lovett noted, aa regards the last point made by if. Stans, 
that the directive of the President's Board of Conmiltants covers the matter 
of costs of the forelgn intelligence effort. 


Ia, Lovett stated that, when aad if this study is capleted, 
it will undoubtedly disclese some areas where betterments can be made. 
However Se ee ee eee ee ee 
he felt the President could aghieve greater remilte and muoh qricker results 
vy directing an across-the-board percentage cut of 204, 25%, 3% or xi. 


ie, Stans agreed that this was probably a correat statenent, 
but in any event he felt we should be in a pogttion to tell the President 
what the cost of the present effort is, 


Seeratery Cater stated the problem of the cost of the Service 
Attaches le repentedly raised in the Congress oven though from a dollar 
standpoint it represents a relatively snail figure as coupared with the cost 


made by an Aibassacor for a plane and an additional Air Foros Attache. 
Thia imaediately brought a request on the part of the other two services 
to assign attaches to the same location. 


Secrotery Gates stated he agreed with ir. Lovett that if the tep 
organizations in Governmart and particularly in the Defense Departzent are 
not correct, we will centinne to be in a mess, Accordingly, in the interest 
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of achieving muximeon regults, ee ee 
should be headet by seadone outeide the Department of Defense. 


ii. Stane sucrested the study might be headed by Mr. Dulles or 
by a joint CId-Defense team. Regardless of who heads the study, however, 
Mr. pane ee ee ee ieredn 
tive from the Budget Bureau, & representetive from the Pravident's Foreign 
Intelligence Board, and possibly others. 


tir, Stems asked the Board whether it believed such a stady would 
be helpful, and Generel Hell replied thet in his view a study would be 
helpful to the President, to the Board, am! to the responsible officials 
concerned, provided it is appropriately organized and conducted. 


‘i, Lowett noted im a number of areas there is a very substantial 
body of knowledge that has never been codified, He referred by way of oxample 
to studies mide by the Baker group, the Killian group, CIA's Inspeetor General, 
and by the steff of the President's Board. 


Admiral. Conolly expressed the view that the entire area under 
disenasion is one which properly should be assigned to the Director of 
Central Intelligente since it is inherent in his assigned responsibilities. 


Generel ill concurred in Admiral Conollyta statement, stating 
the view thet the mxtter falls within the drisdiction of the Director of 
Central Intelligence, as diatinguished from his function eas head of the 
Central Intelligence Agensy. 


At this paint the Director of Central Intelligence read applicable 


the intelligence activities of the several Government departaents and agencies 
in the interest of national security, it shall be the duty of the Agency, 
under the direction of the National Security Cowell to advise the Yetional 
Security Council in such intelligence activities . . . to make recommendations 
te the National Security Council for the coordination of such intelligeave 
activities . . . to correlate and evaluate intellifence relating to the 
national security . .. provided that the departuents ani other agencies of 
the Governzent shall contime to collect, evaluate, correlate, and disseminate 
departmental intelligence .. ." 


iat, Dulles poted that, whether or not it ia attributable to poor 
draftemanship, the Act assigna the aforementioned duty to CIA rathor than 
to the Director of Central Intelligence, On this last quoted point, ir. Dulles 
noted that the reference to "departmental intelligence" causes considerable 
difftloulty since iia meaning is obscure to say the least. 


it, Lovett sgreed fully with the last. coment by the Directer of 
Central Intelligence, netting that this particular language encowazges tho vested 
intereat{ot the three uilitery services and, as a remalt, it adds to the 
problem of unnaccssary duplication of effort in the foreign intelligeme field. 
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“ip, Stans suggested in the light of the discussion that ar 
group be created to be headed by CIA and to include representatives of 
Defense, NAC, the Bureau of the Budget, and of the President's Board, 
df the Board so wishes, He thought at gome point it might be appropriate 
to algo inclite State representation. 


seerotary detes agreed with this suggestion and Mr, Cerdon Gray 
indicated it would be appropriate that the suggestion be mentioned to the 
President in terma of obtaining the latter's approval therefor. 


Seevetary Gates suggested that the fast that such a study was 
being made should be kept quist, and Mr. Ryerson agreed with eaphasia thet 
no public reference should be made to it. 


to, Dulles sugrested this should be a continuing stacy. 


Governor Darden expressed the view thet the President would be 
brought undex great fire if this matter was not correctly bandled, and 
particularly if extreme cuts were arbitrarily made at this time. Fe 
under the proposed arrangement the Board would be able to assist the President 
pased on its studies as well as the study wyier discussion so that he could 
diract cute where tiely and appropriate. 


Governor Darden stated one thing that troubled him at tines was 
the integrity and seouracy of som of the intelligence estimtes. He referred, 
by way of example, to estimates which were made during Yorld ver IC as to 
_ the eise of Hitler's submarine fleet. He said when the ahouting was ali over 
44 was deteruined Hitler did not have 25% of the submarine forces which our 
intelligence attributed to him. He wondered, accordingly, and again only 
by way of exnaple, if cur present estimates of the Soviet submarine fleet 
are accurate, 


Seoretary Gates responded thet our present estiamtes are very 
sceurate and are basad upon good hard intelligence. He added, hoerver, 
that there wae ne question but that the Servioee tend to uss estimates to 
further their budgetary interests. 


Gevernar Darien concluded the dlacuesion on this matter by stating 
that his only point was to mals gure the estimates which are meade in all 
of these critical areas are just as accurate aa possible. 


ie, Lovett stated that virtually all. of the twenty-eight major 
recommendations which heve been made by the Board to date have bean treated 
with promptness by the President, and have been afforded studied attention 
by the agencies concerned, He said many of these recommendations still have 
current application since they relate to the comtimring problems of duplication 
and overlap. He thought the Board should contimee on independently with its 
established courses of action; that sonsone on behalf of the Beard should keep 
abreast of this new study groupts terms of reference and should, from tia to 
time, look in on ite provedures and activities, tut that it would be ine 
appropriate fur the Board to accept formal mesbership on the stacy group. 
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le, Stane stated at thia point that he wished to invite the Board 
re ee plag for 
initiating the study through tho completion of the report on the study. 
He invited reprosentatives of the Board to leck in om the meetings of the 
study group at ary point 1t wished, am! he assured the Board that eny 
reports resulting from the etedy would be available for Board scrutiny. 


Governor Darden expressed the view that it would be a frightful 
a on the Director ef Central Intelligence to ask him to personally 
head the study. Te thia Mr. Dulles stated he would heave to delegate this 

task to an appropriate officer in bis organisation, ix. Dulles added he 

was not sesldine thie eesignment for himself or for anyone in the organisetion, 
but if the decieton to go abead with the study was made, he would of course 
support it. 


Generel Hull stated his agreement that i+ would be necessary for 
Mr. Dalles to delegate thie assignment to an officer on his staff. He agreed 
with Mr. Levettia suggestion regarding itr. Eivkpetrick, and he added that 
he did not inow a more competent, objective, eaurageous or experienced 
officer vho might be designated to head sach a study group. 


Mr, Dulles indicated mr. Kirkpatrick had left the city only yorter- 
day for a six weeks' review of Cli activities overseas. To this Hr. Stante 
inquired whether it would be necessary to watt for ar. Sirknatrick's return 
before initiating the study. He inquired if sassone could not act for if. 
Kirkpatrick in the interim, and Mr. Dulles replied in the affirnetive. 


General Hull stated he mew the Board wished to be helpful in this 
matter, but he did ast think any representative of the Board should sit in 
as a formal weber of the study group. 


im, Stans suggested that, when it is prepared, the Board may wish 
to review tho plan of agtion or terms of referenpe which are prepered a5 a 
guide to the study group. General Hull replied by 411 means the Board would 
wish to see such a plen, At this peint Mr. Gray suggested that when the 
Cae ee ee 
menie thereon, rather the Board might convey its coments informlly. 


» Lovett referred to the very considerable background! and body 
Sy iesitsnee aan the Roast tae tae accumulated, particularly in the staff af 
the Board, and he thought the same could be utilised to advantage in this 
study, although nedther Bourd members or staff personne] should accept formal 
monbership on the etudy group. 


iht, Stans aswared the Board this ' Group would wish to cooperate 
ee etudy group, he entered 
sear for support of the study group by the President's Foreign Intelligence 
= 9 = 
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Fr. Dulles stated he believed the success of the study group would 
depend in some meagure on the selection by Secretary Gates of an able, 
senior militery official to represent the Department of Defense. ‘Secretary 
Gates replied he bas such a man in mind, 


Mr. Gray stated he would name Hr. James 5, Lay, dr., to represent 
him on the group. tr. Stans then designated tt. Robert Macy ag the Bureau 
of the Budget. representative, and Hr. Dulles designated Mr. Firkpatrick as 
his representative. Kr. Stans stated at a later time State would be brought 
into the study. (Just prior to this point in the meeting it was necessary 
for capt dagt Gates to depart; preaumably he will name hia designee at a 
later date. 


J. Patrick Coyne 


ADDENDUM: 


At an eoucutive session of the Board, held Ister on May 6, the 
Board instructed ite Staff Director to: (a) keep in close touch with all 
developrents Involving the proposed study, including the drafting of ita 
terms of reference and {ts general eonduct as i+ progresses; (b) refrein 
frou actually participating as a member of the study group, feeling free 
at. the same time to ait in on particular teiefings or other devalopments 
of interest; (¢) make whatever arrangemonte he dome appropriate to insure 
that he is informed In timely fashion of any activity contemplated by the 
atudy groupy (d) cooperate with the atudy group in a manner consistent 
with the foregoing; (e) keep the Board currently advised as to all 
slgnificant jievelopments pertaining to the propesed study. 


JPC 


~ Ww - 
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